OSUV 


Nin 
me 


dunhill international, inc. 
annual report /1967 


financial highlights" 
1967 1966 


Netisales) siya ane $192,437,576) 17953916,908 
Depreciation and an 
amortization! i... ) 4,583)420 4,021,873 

Barnings before special 
ROTI aero ya naa vibe eee 11,693,358 9,160,661 
Metiearnings i esiie. 10,504,362 9,060,534 


Workimg ‘eapital iis 66358, 143 57,577,359 
Additions, to property, : 

plant and equipment 
Lorng-terca debe iii. 
Shareholders’ equity .. 


19,588,136 | 11,439,635 
100,340,203. | 94,059,555 


Nuxnber) of 
shaxeholders) 00, 4,545 4,546 
Number of ney ese ‘ 9,321 8,944). 
Pet share; " : 
Net earnings. ic.) '8 GaOr .93 
Gash Howe iii ve 1.68 1.35 
Divicends 
declared: *i** 
Preferred 20 ti0. 1025, — 
Common wi... AB) 40 
Shareholders’ He iat 
equity...) ee 1:0/26)) 5%)! 9.60 
Pereentage of net sales: 
Gross profit ii eliek 80,5 % 29:4.% 
Operating ivcome is: 121,9\% 10.4 % 


Karnings hefore kederal 
and foreign incone | 
taxes und special 


REOTS civ aint Vaated 11,9'% 10,7 % 
Karnings before special 

MENUS sete dee ke 6.1%, 51% 
Net eamings)s 32a. 9 5,5 %, 5.0% 


* Determined under the pooling of interests concept as 
though Dunhill International, Inc, and AP. Parts 
Corporation had been combined for both years. 


“* Based on average number of shares outstanding dur: 
ing the years, after providing for conversion) of 
preferred shares. 


*¥™ Represents dividends declared on shares of surviving 


corporation: 


5)850,829 | 10,148,747 | 


ont the merger 


At special meetings held August 29, 1967, the ae ay 
holders of Dunhill International, Inc. and AP Parts 


‘Corporation voted to merge the two companies, The 


merger became effective October 31, wath ‘Dunhill 
being the surviving legal entity. ies 


As 4 result, Dunhill International, ie now maeke Ks 
leading product lines in three separate major con- 
sumer goods industries: (1) Automotive Parts, (2) 
Infants’ and Childyen’s ErOGUES ie Sports and 
Leisure ficanuraiine 


uboilt this report 


To present the clearest understanding of our com- 


_ pany as it exists today, the operating summary of i 
each) major product group is reported separately. eae 


For the same reason, the financial reports. and related: 


graphs are presented as if Dunhill and AP had beet Pai 


merged for each of the is years! anew, 


hae at aL een 


The annual meeting of shareholders will be held on 
Tuesday, April 23, 1968 atten o’clockin the morning, —_- 
Eastern Standard Time, at the Toledo Club, 14th ae 
Street and Madison diane ‘Toledo, Ohio. a4) 


Leading brands in 3 major consumer markets: 


automotive parts infants’ and children’s sports and leisure 
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Paul Putman 
Chairman of the Board 


P. M. Grieve 
President 


to our shareholders: 


This is the first annual report of Dunhill Interna- 
tional, Inc. following its merger with AP Parts Cor- 
poration. Although the merger did not become 
effective until October 31, 1967, this report describes 
our current operations, financial performance, and 
major accomplishments as though Dunhill and AP 
had been merged for the entire year ended December 
eG. 


On this basis, the combined operations of the new 
Dunhill International, Inc. for the year 1967 pro- 
duced net sales of $192,438,000, a 7.2% increase 
over the sales of the equivalent operations in 1966. 
Net earnings rose to $10,504,000 or $1.07 per share 
(assuming complete conversion of the preferred) 
from the 1966 level of $9,061,000 or $.93 per share. 
During the year your company either accomplished 
or undertook the following significant actions: 


All assets pertaining to the Alfred Dunhill opera- 
tion were sold for cash at a nominal gain. This 
operation, consisting of the five well-known 
Dunhill retail specialty shops and a mail order 
division, had not been profitable and did not fit into 
your company’s long-range plans. 


In anticipation of tightening availability of money 
to corporate borrowers, and to provide the re- 
sources for our planned expansion programs, a 
standby credit of $25,000,000 was arranged with 
our major commercial banks. 


The annual rate of dividend payments was in- 
creased from $.40 to $.50 per share. It is our 
intention to maintain this dividend rate consistent, 
of course, with prudent financial management. 


Following agreement between the company and 
the employees of the Oil City Glass Company 
Division regarding conditions of employment, a 
$1,000,000 equipment renovation project was be- 
gun. This project will increase the quality and 
efficiency of the glass making, forming and pack- 
aging facilities to a point where this division 
should begin to contribute a reasonable profit by 
the second quarter of 1968. The facility has been 
operating at an annual loss for the last three years. 


The master automotive parts warehouse of Goer- 
lich’s, Inc. in Dowagiac, Michigan, which had 
become costly and inefficient, was closed. The 
inventories and services this facility provided were 
disbursed to Goerlich’s six regional distribution 
centers where it is planned that better service can 
be provided its customers. 


A tender offer for the minority shares of common 
stock outstanding in A. G. Spalding & Bros. Inc. 
was begun in December of 1967, and concluded 
in February of 1968. A total of 69,158 shares was 
purchased in this tender at a purchase price of 
$2,247,635, increasing your company’s ownership 
in Spalding from 72% to 80%. 


An agreement was reached for the sale of the New 
York Dock Railway and the real estate related 
to its operations, owned by another Dunhill sub- 
sidiary. The transfer of assets is subject to certain 
contingencies, the most significant of which is the 
approval of the Public Service Commission of New 
York. The sale price is $1,188,996 below the net 
investment by Dunhill in these assets, and the loss 
has been reflected in Dunhill’s 1967 reported net 
income. This action ends a long-standing, unprofit- 
able investment in an industry in which Dunhill 
has no desire to remain. 


In reviewing the achievements of 1967, and the 
plans which have been developed to continue our 
expansion and diversification, it is difficult not to be 
optimistic about our future. We enter 1968 a sig- 
nificantly larger, more diversified, and financially 
stronger company than at the beginning of 1967. We 
are strongly entrenched in three growing consumer 
product industries, and our continuing acquisition 
program is keyed to reinforce and increase this 
position. 


The merger has created many opportunities for 
growth and for improved earnings through operating 
efficiencies. We have developed an aggressive, highly- 
motivated management team which is totally com- 
mitted to capitalize on these strengths and 


opportunities. 
Paul Putman P. M. Grieve 
Chairman of the Board President 
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operations summary 
automotive parts group 


This operating group is composed of the subsidiaries 
and divisions of the former AP Parts Corporation. 
Major products are exhaust systems, shock absorbers, 
and piston rings for the automotive original equip- 
ment and replacement markets. Other products in- 
clude rotary seals, valve seats, transmission rings, 
and specialized castings for the automotive, small 
engine, home appliance, and related industries. 


general summary 

This group’s most significant progress in 1967 was 
an 18% increase in replacement sales of exhaust 
systems and shock absorbers. While smaller in dollar 
volume, sales of replacement piston rings also 
increased. 

¥n other sales areas, decreased 1967 car produc- 
tion did reduce shipments of some original equip- 
ment parts to the car makers. Moreover, a slow-up in 
the tracked-vehicle industry (supplied by our Rotary 
Seal Division) and a strike at our Wausau Motor 
Parts plant took their toll of overall group 
performance. 


These set-backs, however, were offset by several im- 
portant new efficiencies and product developments. 


new developments 

Benefits from our $7,000,000 capital investment pro- 
gram (completed early in 1967) are reflected in 
this group’s earning performance. Many of the re- 
sultant improvements in manufacturing and distri- 
bution techniques were felt almost immediately in 
increased operating efficiencies and cost reductions. 
For example, completion of our Toledo distribution 
center and computerized inventory controls for our 
regional warehouses have materially improved our 
handling efficiency and field service and delivery 
levels. 


Also, stepped-up research and development programs 
have won important new accounts in each of our 
major markets. Beginning with the 1968 model cars, 
for example, our advanced radiometric testing and 
expanded production facilities for the new molyb- 
denum-filled piston rings have helped our Muskegon 
Piston Ring subsidiary increase its dollar penetration 
of the original equipment market by approximately 
15%. 


group performance 

Total sales for the automotive group were 
$104,508,796 as compared to $91,733,445 in 1966. 
Earnings, bolstered by increased efficiency, contin- 
uing cost reduction programs, and higher sales, in- 
creased 40%. 


outlook 

Accurate short term projections are difficult due to 
rising costs of raw materials and equipment, and 
several pending new labor contracts. However, with 
new price schedules for our products becoming effec- 
tive early in 1968, an anticipated increase in new 
car production levels, and a growing number of cars 
in the two to eight year old prime replacement parts 
market, we expect the automotive parts group to 
continue its growth and remain a major contributor 
to overall corporate earnings. 


Long range prospects are excellent, with industry 
experts still predicting routine 10 million new car 
production years for the early 1970's, a 20% in- 
crease in total registrations within 5 years, and 
continued national emphasis on car safety. 


Through accelerated marketing programs and the 
introduction of additional new products, we antici- 
pate our own growth rate to continue to be greater 
than the industry as a whole. 


One of the company’s 26 
distribution centers in the U.S. 
and Canada that supplies the over 
10,000 wholesalers who now sell 
our replacement parts. 
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Our Oldberg Engineering and 
Research Center is responsible for 
maintaining the high quality of 
replacement shock absorbers that 
are winning an ever increasing 
share of this giant market. 


Service stations, garages and car 
dealers perform an estimated 75% 
of all replacement exhaust system 
work. 80,000 of these dealers are 


registered as AP muffler specialists. 
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Muskegon’s Sparta Foundry Division, which 
supplies the rough castings for Muskegon and 
Wausau piston rings, is believed to be the largest 
piston ring foundry in the world. 


(Left to right) G. W. Lundeen, president, 
Muskegon Piston Ring Company; C. W. Kitzinger, 
president Oldberg Manufacturing Company; 

H. C. Stivers, Vice-President of Marketing, 

AP Parts Corporation; John Goerlich, founder of 
AP Parts Corporation and president, Merit 
Industries, Inc.; and T. O. Ulmer, president, 
Goerlich’s Inc. 


operations summary 


infants’ and children’s group 


This operating group is composed of the divisions 
and subsidiaries of Pyramid International, Inc., which 
group comprised the former Dunhill International. 
Major products are famous brand “Evenflo” infant 
feeding equipment; “Infanseat” children’s seating 
products; and children’s books and games published 
by Pyramid subsidiary, Platt & Munk Co., Inc. In ad- 
dition to supplying infant feeding equipment com- 
ponents, Pyramid’s manufacturing divisions produce 
a number of related items, including glass and plas- 
tic containers for the food and beverage industries; 
and, most recently, custom molded plastic packaging 
for industrial and consumer products. 


general summary 

During 1967, the Evenflo Products division continued 
to maintain its deep penetration of the infant feed- 
ing market and despite declining birth rates, sales 
and earnings increased. The increases were due in 
part to a long overdue price increase (the first in 
thirty years) and to the success of a number of new 
products, particularly in the plastic and new dis- 
posable feeding units. 


Platt & Munk’s expanding line of books and games 
for children and young adults has met with excellent 
market acceptance, as has Infanseat’s new Tip “N 
Rok chair for toddlers. 


new developments 

To increase the profitability of our glass container 
plant in Oil City, Pennsylvania, your management 
approved a million dollar capital investment in new, 
more automated equipment which became operative 
in February, 1968. It replaces obsolete machinery, 
the high operating costs of which caused this plant 
to operate at a significant loss in 1966 and 1967. 


C. R. Porthouse, President of 
Pyramid International, Inc. 
(seated) and (left to right) J. R. 
Lawrence, Secretary-Treasurer 
of Pyramid International, Inc.; 
J. J. Shomock, Vice-President— 
Manufacturing of Evenflo 
Products; and B., R. Frost, Vice- 
President—Sales of Evenflo 
Products inspect point-of- 
purchase packaging. 


Markets for this division’s wide variety of glass 
products remain strong and we expect it to contribute 
to overall group profits in 1968. 


We are also pleased to report increased profitability 
from our plastic products divisions, Crator Manu- 
facturing Company and Harcort Manufacturing 
Company. This has been due primarily to increased 
production volume from higher sales of plastic 
products for both the infant feeding and consumer 
packaging industries. 


group performance 

Total sales for this group were $22,145,486 as com- 
pared to $20,180,205 for 1966, for an increase of 
10%. Earnings for the same period increased 20% . 


outlook 

As with any consumer-oriented company, our 1968 
performance will reflect general economic trends. 
However, we are optimistic about increased sales and 
earnings for the new year, despite certain projected 
increases in manufacturing and distribution costs. 
Our optimism is based on a long overdue price in- 
crease; programs recently accomplished (such as the 
Oil City plant improvement) or currently underway 
to increase operating efficiency and profitability; and 
the important fact that we have not only increased 
existing market penetration with new products, we 
have broadened our market appeal through other 
new products for wider age groups. Significantly, 
many of the related start-up costs were absorbed 
in 1967... and the result should be increased profit- 
ability in 1968. 


Long-range predictions are even more optimistic. The 
number of live births (which is one of our basic busi- 
ness barometers) is expected to climb from today’s 
approximately 3.5 million to 4 million by 1975. 
Within this market, our present products are well 
established and new opportunities arise almost daily. 
Our plants are better equipped than at any time in 
our history and our people are skilled and energetic. 
We are, therefore, most enthusiastic about future 
growth. 


Infanseat’s new Tip ’N 
Rok chair for one to seven 
year olds for broadened 
market appeal. 


| 


Platt & Munk O 


pee 
books and Zz 2) : 
things-to-do PSS f° ey 
delight boys and Ke nr 


girls of all ages. 


With four out of five young | 
| 


mothers now using Evenflo | 
products, no baby department 4 
is complete without its 3 
Evenflo display. &: 3 


These containers, maufactured at our Harcort 
Manufacturing Company, are components for 
the automatic electric plastic sterilizers— one 
of Evenflo’s ever-expanding number of baby 
products. 
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A product everyone 
recognizes from 
our Toy Tinkers 


Division, Evanston, 


Illinois. 


Retail Sales 

Division’s new 
point-of-purchase 
packaging for 

Spalding “Official” balls. 


Golf bag designer selects 
material for 1968 line. The 
bags are produced at our 


Ava, Missouri plant. *: 


The “Professional Edge” of Spalding sports equipment is aptly 
demonstrated by professional tennis consultant, Pancho 
Gonzales (left) and professional golf consultant, John Pott. 


Spalding president, Ed Parker (left) 
inspects new aluminum shaft golf 
club with Jim Long, vice-president, 
product design. 


% ites 


an 


RRRSR cr von SONU 


operations summary 
sports and 
leisure equipment group 


This group encompasses the worldwide activities of 
A. G. Spalding & Bros. Inc. Its operations include 
the manufacture and distribution of a broad line of 
Spalding sporting goods and leisure equipment. 
Major American markets are sold through our Pro- 
fesssional Golf Division, General Retail Division, and 
National Stamp, Premium and Incentive Division. 
Similar sales organizations exist in Europe, Africa, 
Australia and Japan. 


Tinkertoys and other wood and plastic educational 
building sets are products of Spalding’s Toy Tinkers 
Division. 

general summary 

Introduction of several new products and accelerated 
sales and advertising campaigns, continuing to build 
on the professional quality of Spalding’s expanding 
lines, gave this group a 3% 1967 sales increase over 
1966. 


Earnings, affected by new product development costs, 
start-up costs for several expanded facilities, and 
significant overseas losses, were slightly lower than 
1966’s record high level. 


new developments 

Major new products were introduced in 1967, in- 
cluding two important “firsts.” One was the Spalding 
EXECUTIVE® golf balls introduced in March. The 
other was the aluminum-shaft EXECUTIVE® golf 
clubs announced in September. Both received im- 
mediate and outstanding market acceptance and 
promise to be major factors in our future sales. 


To improve operating efficiency and customer ser- 
vice, we opened a new, large Miami warehouse in 
September, and in December, a major new facility 
in Chicopee which consolidates our New England 
district offices with expanded shipping facilities. 


Also during 1967, limited but expanding baseball 
production was started in the Ava, Missouri plant. 


group performance 

Sales for Spalding’s fiscal year ending October 31, 
1967 totaled $58,510,234 compared to $56,872,200 
in 1966. Earnings for 1967 were $2,305,222 com- 
pared to $2,458,549 in 1966. 


outlook 

The outlook for 1968 is good. Our markets remain 
strong and the demand for our products continues to 
gain momentum throughout the world. 


We are enthusiastic about important, but highly 
classified, projects expected to be announced in 1968. 
Combined with continued and growing market ac- 
ceptance for our new EXECUTIVE® golf balls and 
aluminum shafted clubs, these developments are 
expected to increase our 1968 market position sig- 
nificantly. Markets for leisure products continue 
strong. 


To meet the present and anticipated demand for our 
products, improved or expanded manufacturing 
equipment is scheduled for all divisions. Immediate 
efforts are being directed toward expansion of our 
Chicopee inflated rubber ball manufacturing unit 
and the expansion to the United Kingdom, Australia, 
and Canada of our new golf ball manufacturing 
process. 


We believe that the combination of new products, 
improved manufacturing capabilities and increased 
promotion of our “professional” lines, will improve 
sales and earnings in 1968 and beyond. 
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five year financial summary 


$179,516,908 


ie 


$10,504,362 


net earnings 


1963. a 


1964 


1965 


1966 


1967 


1963 


1964 


1965 


~ $60,968,428 


$69,873,503 


$68,176,644 


property, plant and equipment (cost) 


1966 7 


1967 


earnings per share 


1963 


1964 


1965 $88,031,379 


1966 $94,059,555 


1967 


shareholders’ equity 


1963 
1964 
1965 
1966 


1967 


common dividends declared per share 


dunhill international, inc. 


statement of consolidated earnings and retained earnings 
Year ended December 31, 1967—with comparative figures for 1966 
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INE GAUS oe eet didow aa 8 Be ac Os GANG RN ee nace eer eee ee $192,437,576 
CORE OE GRTSS ost oh LGA bo ot eeen Oe ee ee 133,810,371 — 
(CLOSSDpLOLLC a eR eRe res, Sencar rar ane baton ecu nnee alae 4 58,627,205 
Sellmemeeneralvand administrative expenses 4-5-4554 0h cee seas eae 4 35,708,239 
Operacinsencome meat ee eM Ny ere er OS nko a etna ee teeaee a nemered 22,918,966 
INGE @UAS EC TALEOTTNS pin 5-30e e970! aaah one Ate Ne SRS ae aI tee eset ae Pee Le TA 
Earnings before Federal and foreign income 
laxesran GispecialmterSieeroaarasc tons sooo eee aware ee ere 22,921,240 
Rederaleancderorelomemcome taxes maar aici ie cia some aeons ~ 10,600,000 
Earnings before minority interests 
ANCES |e Clialligl COTS mPmewermee ec sweeney etree, Rete hehe ay teen Ayal tam cere Ul 12,321,240 
MitnoKityeimbterests Impearninesrorsubsidiames) sa..0 6 ag ssl eee | ; 627,882 
Harniinas Instore Spaciell HOME .oc5ac0d5acsaccecmusuosooemseose al 11,693,358 
Special items: ee y 
Loss on sale of subsidiaries (note 10) 1,188,996 
Costs in connection with unconsummated sale of 
corporate assets, less related income tax of $92,000 Ue 
INGHeariinlecHee wereie ae etre ers ities ret oa Sho Egy Aer doe Wrenn Stt 10,504,362 
Retenvaeel Gxumabiner) he loyxeaiavarbve Oe ewe ew enakandoeaaccosaoneeeossoeoacn) 68,674,044 
Adjustment of additional investment in majority-owned j 
uilossiicobianny io) Wuavalerdhymoter invere EISele WMI gaa nononesanndecanoasscaaaal ER eo 
79,178,406 © 
Cash dividends declared on: ees 
Convertible preterredstock—$:02/ per share 2.555. 035) 34. 555 25ne ol 43,624 
Common stock—$.45 per share ($.40 per share in 1966) ...............§ 2,185,707 
Capital shares of merged companies prior to merger................. OAs) 
3,938,830 
Retainedueanmnes aiendObweal crys wetaslst Seo? talan Gaga due ec gaol Go 


39.576 
Earnings per share of common stock assuming conversion ore 
of preferred stock (note 5): eet ergs 

Harmninesubetorerspecialitemsme ner ees: OEE Rtn Rene es aM aE oe Poe ITO as 

Special items tO, 


Net earnings 


See accompanying notes to consolidated financial statements. 


1966 


$179,516,908 
126,721,779 
52,795,133 
34,123,853 
18,671,280 
494,933 


19,166,213 
9.290 {39 7 


9,875,316 
714,655 
9,160,661 


9,060,534 


62,905,392 


52,387 
72,018,313 


1,466,822 
1,877,447 


3,344,269 
$ 68,674,044 
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dunhill international, inc. 


consolidated balance sheet 
December 31, 1967 —with comparative figures for 1966 


assets 


Current assets: 


Casta eee: sctsin w stage prose eee oe eee 
Marketable securities, at cost (approximates market) ............... 


Receivables, less allowances of $1,505,695 in 1967 
and $1,167,758 in 1966: 


Ie 2s | OR an Sn eb Gran eaPe A A Ad marmite Golo Gus. 648 Othe Wolo loo -d%0 


Inventories, at lower of cost (first-in, first-out) or market: 
Raw materials: nian Sos eee eae i ee eee ee 
Work in. process ys.5 aos ecte eam 3 es eee nee aed ane 
Finished go0ds-isacaie aie al seed ee eee oe heen RT RT ee ele ee 


Total inventoriessanan veneer ee 
Prepaid: €Xpenses! 2 sjeck nea a oxen peng 5, aedoae aca ere eet eee eae eee eee 
‘Total current eassetsiecr.p.ee ee ee eee 


Investments, at cost: 


PNelblekreysn(ororecochaNes) (ONO OY) naoccnoconocconcooconusedondagoucs 
Other’ corporate ‘shares! Aas cc. cance ened eee el eee ae eee ee 


‘Total investments” sey ahacn or or eee noe eee 


Property, plant and equipment, at cost: 


Landvand Jandtimproyvenments irri neenn eee 
Buildingsrandbinaproven ents memset er tte ie tee ee een ee eee 
Machineryrand equilpmenatyrem eect ei meee enema pre eee cea 
Construction in Progress esas emel ten a ae eeeen eet tne ee eee 


essraccumulatedidepreciationiena ee ee icin anne ae 
INetspropertyasplanteandseq ui pm crite een eee 


Other assets 


See accompanying notes to consolidated financial statements. 


1966 


$ 7,174,142 
821,898 


27,432,879 
1,054,852 


28,487,731 


9,600,195 
7,082,978 
31,731,898 


48,415,071 


2,417,952 


87,316,794 


12,547,938 
640,199 


___ 13,188,137 


2,696,709 
22,624,897 
42,358,912 


2,192,985 


69,873,503 
33,386,806 


36,486,697 
5,625,131 


$ 142,616,759 


liabilities and shareholders’ equity 


Current liabilities: 
Wnsecuredibanksloanswretrrtse cen cous ein niin eee era 
Current maturities of long-term debt (note 3) 
NCSC TEENS o's 4. 0-6 6:6 cate ad ORS tana Se eee eee 
Dividendsspayab le meme reee ware a ache Coie hi tay cy Som tod tones cee ece cea ee 
INCCEUCCLEX DONSES ne MEEGn PP Irony VAP crc cy Sct cae ooeeiecue orn 
Federal and foreign income taxes 


Akon! Cuoagenys NEVES... omawe ope neon pan on cose Gea anee 
Dererredphederalsincomentaxesteries <cecco cial wars eae, Seon MSS eae aiscte 


IEoMe-termucde pte CMOtOko) imeem ier ety oes a. oy Sse are sea icraucseu tralia eserves) ee are eanttventsy che 


MinrOxLityein tCrestspIMesWMDSIGlarlesmetn sacs ain sacra elec s Sieh eee coumenssecs @ 


Shareholders’ equity (notes 1, 3, 5 and 6): 
Convertible preferred stock, par value $1 per share. 
Authorized -andassued 1/44°961 shares im 1967 254.545.5045 00805 004 
Common stock, par value $1 per share. 
Authorized 12,000,000 shares; issued 8,056,825 shares in 1967 ...... 
Additionaly paid-imacapitalmewnre ec sce re at oe merece aire ere area 
Retaiime dee axiniil S'S mememenen ener teria ones soos ovene vectra atteygeck Gu) eige yal she aire ag 


Less cost of 24,970 shares of common stock in treasury 


CAO OFsbares ima OC Game ercasecmene ter ene re veel eure oes laiey dlcuciaua, ee eta reve yous: eb sgh 
Hotalyshareholderse equity ena cs sacks er weer iceman! 


Commitments and contingent liabilities (notes 7, 8 and 9) 


1967 


$ 2,041,982 


4,716,699 
7,976,001 

993,912 
7,206,792 
5,161,737 


28,097,123 


350,000 


12,588,136 
7,080,362 


1,744,961 


8,056,825 
15,650,094 


75,239,576 


100,691,456 


351,253 


100,340,203 


$ 148,455,824 


1966 


$ 6,599,963 
2,774,170 
8,693,518 

891,896 
6,306,851 
4,473,037 


29,739,435 


125,000 


11,439,635 
7,293,134 


1,744,961 


8,055,955 
15,643,210 


__ 68,674,044 


94,118,170 


58,615 


94,059,555 


$ 149,616,759 


dunhill international, inc. 
statement of consolidated source and application of funds 


Year ended December 31, 1967—with comparative figures for 1966 


Funds provided: 


Funds 


Net earnings 


Add charges against earnings not requiring funds: 
Depreciation and amortization eee 
Provision for deferred Federal income taxes ... . 
Mossionysaleyorrsubsidiaricstane ere eee 

Funds derived from operations ........ 

Issuance of shares of common stock ............ 

Increase (decrease ) in long-term debt .......... 

Decrease in investment in corporate securities .... 

Sale“of ‘subsidiaries mance em ee eee 


Other 


applied: 


Additions to property, plant and equipment ...... 
Increase in other assets, excluding depreciation and amortization .... 
Decrease (increase) in minority interests in subsidiaries ............ 
Purchase of additional shares of affiliated company 
Purchase ofatreasunyasharessee cee ieee 
Cash dividend sutemr crt fae ere ee 


Other 


See accompanying notes to consolidated financial statements. 


1966 


notes to consolidated financial statements 


December 31, 1967 


principles of consolidation 

and related matters 

The consolidated financial statements include the 
accounts of all subsidiaries after elimination of sig- 
nificant intercompany items. Accounts of foreign 
subsidiaries have been converted at appropriate rates 
of exchange. Consolidated earnings include the oper- 
ations of one subsidiary, formerly Alfred Dunhill of 
London, Inc., which sold substantially all of its net 
assets and was liquidated in 1967 and also include 


the operations of two subsidiaries which were sold on 
December 29, 1967 (see note 10). 


On October 31, 1967 AP Parts Corporation was 
merged into Dunhill International, Inc. in a trans- 
action treated for accounting purposes as a pooling 
of interests. Accordingly, the accompanying consoli- 
dated statements present financial position and re- 
sults of operations as though the companies had been 
combined for both years. 


$ 9,060,534 


4,021,878 
125,000 


13,207,412 

263,900 
(2,454,170) 

9,978 


323,829 
52,387 


11,403,336 


10,148,747 
562,622 
(74,821) 
105,932 


3,344,269 
4,375 


_ 14,091,124 
$ (2,687,788 ) 


notes to consolidated financial statements (continued) 


The Company’s Articles of Incorporation were 
amended to increase the authorized shares to 
13,744,961, of which 12,000,000 are shares of com- 
mon stock, par value $1, and 1,744,961 are shares 
of convertible preferred stock, par value $1. As of the 
effective date of the merger, each outstanding com- 
mon share of AP Parts Corporation was converted 
into 1.74 shares of common stock of the surviving 
corporation and each Class B common share of AP 
Parts Corporation was converted into 1.74 shares of 
convertible preferred stock of the surviving corpora- 
tion. The 200 common shares of AP Parts Corporation 
held in its treasury were cancelled. 


The effect of the consummation of the merger was to 
increase the stated value of the Company’s outstand- 
ing capital shares by $6,130,397, of which $1,744,961 
represents the par value of the 1,744,961 shares of 
convertible preferred stock issued in exchange for the 
1,002,851 outstanding Class B common shares of 
AP Parts Corporation, and $4,385,436 represents the 
par value of the 4,385,436 shares of common stock 
issued in exchange for the 2,520,365 outstanding 
common shares of AP Parts Corporation. 


Upon merger the additional paid-in capital of the sur- 
viving corporation was increased by $2,911,647, of 
which $2,677,647 represents the excess of stated 
value of the capital shares of AP Parts Corporation 
converted over the stated value of the capital shares 
issued by Dunhill International, Inc. upon conver- 
sion, and $234,000 represents the additional paid-in 
capital of AP Parts Corporation before merger. 


The consolidated retained earnings of AP Parts Cor- 
poration, after a minor adjustment resulting from 
the elimination of its treasury shares, have been 
combined with the retained earnings of the surviv- 
ing corporation in the accompanying financial state- 
ments. 


investment in affiliated companies 

At December 31, 1967 the Company owned approxi- 
mately 54% of the outstanding common shares 
(46% of the voting stock) of the American Bank 
Note Company having a cost of $12,802,609 and 
representing an equity in the underlying net assets 
of approximately $13,400,000. Based on the quoted 
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market price as of the close of business on December 
31, 1967, the market value was approximately 
$16,750,000. A wholly-owned subsidiary has an in- 
vestment of $115,149 (approximately book value) 
in 50% of the outstanding shares of a foreign com- 
pany. 


long-term debt 
The long-term debt at December 31, 1967 was as 
follows: 


Due Within Due After 
One Year One Year 
Unsecured obligations: 
Notes payable to banks: 
434% , due in 1968 . .$2,375,000 = 
434% , due in 1969 ... 900,000 450,000 
542% ,duein 1969... 150,000 150,000 
1% over bank rate, 
due in 1969 ....... 240,000 1,320,000 
434% ,duein 1970... 150,000 200,000 
Notes payable to 
insurance companies: 
6.40% , duein 1982... 670,000 9,330,000 
6%, due in 1971 .... 100,000 250,000 
Installment contracts: 
oY, dueane! 972 ee 100,240 400,960 
Secured obligations: 
Mortgage notes: 
434% , due in 1984... 16,600 251,767 
2%, due in 1984 .... 11,559 205,509 
Non-interest bearing, 
due 197 Ona — 20,000 
6%, due in 1971 .... 3,300 9,900 
$4,716,699 12,588,136 


Covenants in agreements relating- to long-term debt 
require maintenance of minimum working capital 
and restrict dividend declarations, purchase or re- 
demption of Company stock, certain borrowings, in- 
vestments, loans, mergers, acquisitions, leases, etc. 
Payments for dividends and acquisition of Company 
stock are limited to $10,000,000 plus consolidated 
net earnings after December 31, 1966, and the 
amount unrestricted as to such payments was 
$19,174,188 at December 31, 1967. 


Included above are 6.40% notes payable by A. G. 
Spalding & Bros. Inc., a majority-owned subsidiary, 
which were issued under an agreement containing, 
among other things, restrictions and covenants rela- 
tive to the maintenance of working capital and net 
tangible assets, short-term borrowing, execution of 
leases, and payments for cash dividends or acquisi- 
tion of its stock. Such payments may be made after 
December 31, 1967 to the extent of 50% of consoli- 
dated net earnings of Spalding and its U. S. and 
Canadian subsidiaries since November 1, 1966, and 
the amount unrestricted as to such payments was 
approximately $1,400,000. 


revolving credit agreement 

On November 1, 1967 the Company entered into a 
revolving credit agreement with six banks which are 
committed to lend an aggregate of $25,000,000 from 
the date of the agreement through the termination 
date, December 31, 1969. Borrowings under the 
agreement will be evidenced by promissory notes 
payable in ten equal semi-annual installments be- 
ginning June 30, 1970. At December 31, 1967 there 
were no borrowings under this agreement. Until the 
termination date of the revolving credit agreement, 
the Company agrees to pay a fee of ¥4 of 1% per 
annum on the unused portion of the commitment. 


notes to consolidated financial statements (continued) 


5 capital shares 


The common stock and the convertible preferred 
stock have equal rights and privileges except that a 
convertible preferred shareholder is entitled to re- 
ceive, when and as declared, dividends (which shall 
be cumulative) at the rate of 2¢ per share quar- 
terly, before dividends are declared on common stock. 
Any holder of convertible preferred stock shall have 
the right, on or after December 31, 1970, to convert 
each of such shares into one share of common stock 
after any required adjustment for stock dividends 
and subdivisions of common stock. 


6 stock option plan 

The Company has a qualified stock option plan under 
which options to purchase common stock may be 
granted to key management employees of the cor- 
poration or its subsidiaries. The option price per 
share shall not be less than fair market value of the 
common stock at the time the option is granted and 
174,000 is the maximum number of shares which 
may be sold under the plan. Options exercisable 
within five years have been granted to nine employ- 
ees for the purchase of an aggregate of 170,520 
shares, of which options for 127,020 shares were 
granted in 1966 at a price of $8.91 per share and an 
option for 43,500 shares was granted in 1967 at a 
price of $9.63 per share. An option for 870 shares at 
$8.91 per share was exercised in 1967. 


7 pension plans 

The Company and certain of its subsidiaries have 
several pension plans covering substantially all 
hourly-paid and certain salaried employees. Com- 
pany policy is to fund pension costs accrued, and 
total pension expense was $1,337,707 in 1967 and 
$1,367,359 in 1966, including amortization of prior 
service costs on the basis of amortization periods 
ranging from 10 years to 40 years. 
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commitments 


The Company and its subsidiaries lease certain man- 
ufacturing, warehousing and office facilities and 
office equipment under various lease agreements, 
some having renewal options, expiring periodically 
through 1983 and requiring annual rental payments 
of approximately $920,000 in 1968 plus certain re- 
lated taxes, insurance and maintenance charges. Of 
this annual rental, $500,000 is applicable to leases 
having expiration dates within the next five years. 
Total rental obligations payable over the present 
terms approximate $5,780,000. 


The Company has made a tender offer, expiring 
February 26, 1968, to acquire up to 218,812 shares 
(representing the minority interests at December 31, 
1967) of the common stock of A. G. Spalding & 
Bros. Inc. at a price of $32.50 per share net to selling 
shareholders. 


contingent liabilities 


The Company and its subsidiaries have various 
claims and lawsuits pending and threatened against 
them and have made certain guarantees which arose 
in the ordinary course of business. It is not possible 
to estimate these liabilities; however, in the opinion 
of management and counsel, any ultimate liability 
in such matters will have no material effect on the 
financial condition of the Company. 


sale of subsidiaries 


The investments in NYD Properties, Inc., formerly 
Dunhill International Corporation, and New York 
Dock Railway were sold on December 29, 1967 sub- 
ject to various conditions including obtaining ap- 
provals or waivers from any Federal, state or muni- 
cipal authority having jurisdiction over New York 
Dock Railway or any of the parties to the agreement 
of sale. The sales terms require payment of $500,000 
in cash upon closing and delivery of a note for 
$393,443 dated December 31, 1967 payable, be- 
ginning December 31, 1973, in ten equal annual in- 
stallments of $60,000 including interest at 5%. The 
total sales price of $893,443 has been reflected in 
other assets at December 31, 1967 and the loss of 
$1,188,996 from the sales has been shown as a 
special item in the 1967 statement of consolidated 
earnings. 


accountants’ report 


The Board of Directors and Shareholders 
Dunhill International, Inc.: 


We have examined the consolidated balance sheet of 
Dunhill International, Inc. and subsidiaries as of De- 
cember 31, 1967 and the related statement of earnings 
and retained earnings and the statement of consolidated 
source and application of funds for the year then ended. 
Our examination was made in accordance with generally 
accepted auditing standards, and accordingly included 
such tests of the accounting records and such other audit- 
ing procedures as we considered necessary in the cir- 
cumstances. We did not examine financial statements of 
A. G. Spalding & Bros. Inc., a consolidated subsidiary, 
which statements were examined by other independent 
public accountants whose report has been furnished to us. 


In our opinion, based on our examination and the 
aforementioned report of other independent public ac- 
countants, the accompanying consolidated balance sheet 
and statement of consolidated earnings and retained 
earnings present fairly the financial position of Dunhill 
International, Inc. and subsidiaries at December 31, 1967, 
and the results of their operations for the year then 
ended, in conformity with generally accepted accounting 
principles applied on a basis consistent with that of the 
preceding year. Also, in our opinion, the accompanying 
statement of consolidated source and application of funds 
for the year ended December 31, 1967 presents fairly the 
information shown thereon. 


fiat, Marek, (hutehelt + Co. 


Toledo, Ohio 
February 6, 1968 
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-dunhill international, ne, _ principal subsidiaries and divisions 


board of Seni ee Aish automotive parts group 
Lore W. Alford Cyril K. Porthouse AP Parts Corporation 
Reuben W. Askanase Paul Putman aie AP Sales Division 
_ Aaron J. Farfel Morris! Shilensky . AP International Division 
John Goerlich Stephen Stranahan AP'Parts of Canada, Ltd, 
Pa My Grieve Hevea TAP de Mexico Baa ; 
: AP ¥bherica; SiA, 
este cael Me iBeee tn. 4 Columbus Parts Division 


Merit Industries, Inc, 


Chairman of the Board. Secretary and WAcanibhre dine 


Man Monded Ganeng PaMmiEk Muskegon Piston Ring Company 
President John Lawrence ; Rr eT, 
\ i i Muskegon Division 
Cyril R, Porthouse ' Assistant Secretary and PONTE 
2 rie Rotary Seal Division 
Vice President Assistant Treasurer i ial \ 
; eitin Sparta’ Foundry Division 
R. R. Hessler Paul Garvin iiss 
F ‘ Hae Wausau'Moter Parts Division 
Vice President -Finance ‘Assistant Secretary and p ‘ i 
and Treasurer Assistant Treasurer PHD GTe te eect aa er RCIey 
eae Ral Dyersburg Division 
‘ transfer agents Grand Haven Division 
The Ohio Citizens Trust Company / Toledo, Ohio. Northern Tube Division 
~ Bankers Trust Foawany / New, York, New York Toledo Division 
Youngstown Division 
registrars | 
First National Bank of Toledo / Toledo, Ohio mfanis and children’s g Voue | 
First National City Bank / New York) New York. 'Pyraniid International,\ tne. Bertred Pati 
i di Archer Service| Division 
auditors Crator Manufacturing Division 
Peat, Marwick, Mitchell & Co, / Toledo, Qhio Contract Division 
executive offices ; Evenflo Products Division 
Toledo, Ohio Evenflo’ Mexico,.S.A. 


Marcort Manufacturing Division 
infanseat Company 

Oil City Glass Division 

The Platt & Munk Co, Inc, » 


sports and leisure equipment group 
A. G, Spalding & Bros. tric; 
A, G. Spalding & Bros. of Canada; ea 
A. G. Spalding & Bros, Limited 
(United Kingdom) 
A.G,. Spalding & Bros, (Australasia ) Bey. Ltd, 
Spalding Sales Corporation 
Robert Bryant, Limited (United Kingdom) 
Robert Forgan & Son Linnited | 
(United Kingdom ) 
Toy Tinkers Division 


Leslie Welding Company, Inc. 


( 
A ny 
| 


! 


dunhill All ine. 


annual report /1967 


} SVP TART Pert Pe Hint 4l 

hit * ate 

yay | t it been) ceed} tik tal ; 
f f ane 

| i} Hy ath Mt 


Whe Mee a Ut i 
PALAU AN iM 
yey ai OD 


a | 


nel Hh 
i) il Uri ri ) ' uy Ny t ii! i } 
tt HH ‘ i ¥) ith ht iy i ii Ate ii 
Hae AN ANH ! 
i AN tI HL A ih ice DH ni i 
PASHTUN Ko TRAN Beni tt Hee AVA 
uel Ay WY i | te i) i Tei Vit ii 
ui cu ube vy nl] 1 ¥ A While 
AMO! ity iia) 
\ Pe ii] 4 i 
Ty Ey ab ee aL 
IE G7 i} Cad PP Say 
PASTA are 
} i ty ile bhi 


